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ECONOMIC CONDITIONS IN EUROPE 


Among the many reports, pronouncements, addresses, and magazine arti- 
cles of the last year on economic conditions in Europe, one of the most useful 
both as to fact and as to interpretation is the treatment of the subject pre- 
pared by H. G. Moulton of the Institute of Economics for the American Economic 
Association and printed in the AMERICAN ECONOMIC REVIEW (St. Albans, Vt.) for 
March. Commencing with Germany he finds that unemployment during the greater 
part of 1922 was at an “almost unprecedentedly low ebb"; the merchant fleet is 
being restored, much of the plant and equipment has been kept up or even ex- 
tended. The gield in agriculture, however, was low. “Szecho-Slovakia on the 
other hand has been reduced to desperate straits industrially. France and 
Great Britain are in marked contrast. The former has had little unemployment, 
production has been relatively good, restoration of the devastated areas has 
gone forward steadily. On the other hand, Great Britain recovered but little 
during 1922 from the depression of 1921, Unemployment continued high and the 
industriel output very low. Germany also has maintained a relatively high pro- 
duction record by financial methods "beyond the economic pale". She has subsi- 
dized shipbuilding, coal production and housing and stimulated industry by cur- 
rency inflation. "No German business man, however, knows whether or not he is 
making profits; it is impossible any longer to compute day-to-day earnings, in 
foreign values with any degree of accuracy; and, even if one could, by the time 
the computation was finished it would have become obsolete, When the price of 
ameal can increase 10 per cent between the first and second courses, it is 
clear that price indexes are rather difficuit to keep pace with. It is not sur- 
prising that the national motto of Germany has become: ‘Save, and you are lost; 
spend freely, speculate, or buy foreign currencies, and you win.’ No class in 
society can under present circumstances make provision for old age or effect 
savings for the rainy day". Dr. Moulton says further: "It seems a bit para- 
doxical, to say the least, that England and Czecho-Slovakia, the two countries 
that have followed the advice of the experts and are hence soundest financially, 
tre in the worst situation, economically speaking". 


As to actual resources, Hurope has the same land area as before the war, 
soil fertility is not greatly reduced and much of the devastated area has been 
restored. Effective man-power, however, has deteriorated. Some populations 
| have been reduced, chronic undernourishment has taken its toll in vitality. 

Also there is a general insistence on a shorter work day without any increase 
inrate of output. So far as management is concerned - entrepreneurship — re- 
Sources appear to be undiminished. While capital goods have been reduced, Dr. 
Moulton believes that if equal energy were applied to their replacement that 
Ms given to war production, a few years would suffice for their restoration, 


The contrast between the economic and financial situation in France 
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and Britain is illuminating. France has kept her plant working at the expense 
of her budget and has made a good economic showing but a very serious national 
financial showing, Great Britain, on the other hand, has pursued a very con- 
servative financial policy but has done it at the cost of continued unemploy- 
ment and slow economic recovery. Returning to France Dr. Moulton has concluded 
that by 1925 France’s budget, with accruing deficits, will amount to about 34 
pillion francs — 18 billions, interest on domestic debt, 5 billions pensions, 

§ billions military about 6 billions for general administrative purposes, Tax 
revenues have not yet equalled 20 billion francs, The per capita tax burden 

is roughly double that of the United States including federal, state and local 


taxes. Thus the French faced the practical necessity of further issues of 
paper money. 


Contrasting France again with Britain, the latter is devoting approxi- 
mately 30 per cent of the national income to public expenditures. The British 
policy emphasizes finance as against economics, The savable surplus which for- 
merly went to well-to-do classes and was invested, is now largely diverted to 
the Treasury and used mostly for non-constructive purposes — military estab- 
lishments, pensions, doles and relief, etc, Thus while the Government finances 
are sound this condition has been maintained by declining to use public funds 
to further economic enterprise and by the absorption of the surplus which nor- 
mally goes into new developments. Dr. Moulton considers that Great Britain is 
very near +o the point of living on her capital if not actually doing so. 


Superficially considered, the situation in neutral countries which had 
experienced great trade development during the war, might be assumed to be very 
wholesome, Nevertheless the neutrals have suffered because of what has hap- 
pened to the general economic organization. Spain’s new industries are unable 
a to function because of a collapse of the market. Even in that country the Gov- 
ernment budget "presents a sorry picture". Switzerland has been hit hard by 


the collapse of the market for her special pamemenetes - tangible luxuries and 
intangible scenery which attracts tourists. 


In spite of the comparatively good record that Germany has made in pro- 
duction, her unfavorable trade and specie balance was 1,9 billion gold marks 

in 1920, 1.1 billions in 1921, and about 1.7 billions for the first nine months 
of 1922, Germany before the war had normally a large adverse balance but it 
was paid for in what financiers called “invisible credits" — interest on for- 
eign investments, shipping earnings, banking and insurance commissions, etc. 
Since the war, however, Germany has had to pay for her adverse balance by such 
means as the sale of paper marks abroad, borrowing and the sale of capital 
assets to foreigners, The limit of such transactions is reached early. Fur- 
thermore, cheap domestic coal was a central factor in pre-war industrial devel- 
Opment in Germany, Prior to the invasion of the Ruhr, Germany was having to 
import coal from Great Britain at great cost in order to make reparations de- 
liveries. The diverting of the European coal trade from its normal channels 
has had "disastrous economic consequences", And even if all other problems 
could be met, Germany is without adequate foreign markets for her goods. Thus 
she is in no position to pay for her necessary imports, let alone reparations, 
and these imports she can no longer secure from nearby regions but has to im- 
port from distant sources at greater cost. 


Generalizing, Dr. Moulton makes the following impressive comment: "The 
notion that somewhere down underneath the surface of things the people are at 
work like beavers in reconstructing the foundations of the economic edifice and 
that good old human nature may be relied upon to achieve the economic salvation 
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of Europe, regardless of financial ills or of the policies of politicians, is 
pased on assumptions that were applicable in the age of Crusoe and even under 
the primitive rural conditions obtaining only a few generations ago in the 
United States; but they have little pertinence in the interdependent economic 
organization of today. The individual business man with his land, labor and 
capital goods is today in the fell clutch of economic circumstances, over which 
as an individual he has practically no control. The individual is no longer 
the master of his own economic destiny. I am not distressed, you will observe, 
over the nature of man; it is the nature of the economic system with which we 
have to deal." 


THE RECOVERY OF AUSTRIA 


Dr. Alfred Zimmerman, High Commissioner of the League of Nations, and 
by its authority a sort of director-general of Austrian finance, on May 7 gave 
to the delegates from the American Chember of Commerce then in Vienna a remark- 
able account of the financial rehabilitation of Austria. An extended report of 
it was cabled the NEW YORK TIMES by its special correspondent. From the point 
of view of national finance, Austria has been regarded as the blackest spot on 
the map of Europe. "By the end of the last summer," Dr. Zimmerman said, “the 

' situation in Austria had grown so desperate that chaos seemed imminent." With 
an almost incalculable deficit, the printing presses were running at high speed 
making paper crowns, Alarmed by this state of affairs the western European 
powers appealed to the League of Nations. That body put its several technical 
advisory commissions at work on the problem under high pressure. Seeing that 
the basic and immediate necessity was credits, but that the confidence on which 
credits must rest had been destroyed, the experts “invented” (Dr. Zimmerman 
says that is the proper word) a plan of special guarantees. The revenues of 
the Austrian customs and the tobacco monopoly were offered as guarantees and as 
@ secondary guarantee France, Great Britain, Italy and Czecho-Slovakia agreed 
to underwrite 80 per cent of the loan Austria needed. Other Governments joined 
in this vndertaking until 96 per cent has been covered, The English, French, 
Swiss, Belgian, Dutch and Swedish money markets subscribed to an interim loan 
of about $17,000,000. Dr. Zimmerman insists that those who provided the money 


were not actuated by philanthropy but regarded the loan as a good investment. 
The average interest rate is 8 per cent. 


Austria, on her part was asked to "stop inflation, to create a new, 
entirely autonomous natioval bank, to elaborate a plan of internal reforms 
which would have to be carried out under the control of a foreign Commissioner 
General, and finally to grant special powers to the Government during the re- 
construction period." The League has already secured for Austria a respite of 
twenty years from reparations and relief credit claims, thus freeing the State 


assets for other purposes. The United States was among the governments assent- 
ing to this arrangement. 


The plan was presented to Vienna by a League delegation of purely 
technical people — bankers, economists, etc. Inflation was stopped, adminis- 
trative reforms were adopted, the rapid dismissal of an enormous number of 
public officials was provided for, and provision made for balancing the budget 
by the end of 1924. With the return of public confidence the Austrian people 
Subscribed to an internal loan of 55,000,000 gold crowns; a new national bank 
was created by Austrian capital alone and without government intervention. 


Concluding his account Dr. Zimmerman said: "The task which the League 
of Nations has undertaken in this country is a gigantic one. It has been pos- 
sible to carry it through only because for the first time Europe has shown 

determination to help one of its members by a scheme of constructive interna- 
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tional solidarity. Here wo have real neace, not war continued through peace. 


Here we have the internatiorally guaranteed independence and integrity of a 
State. Here we have an international 
renaration debits. 
by demagogy. 


Loan secured by assets not mortgaged for 
Hero we have ® control to prevent the squandering of money 
Here, in short, we have 211 the elements which have also in your 
councry so often been pointed out as the first conditions of post-war recon- 
struction." 


POLAND, LITHUANIA AND THE LEAGUE OF NATIONS 


During the veer 1922, by the influence of the Council of the League of 
Nations, @ neutral zone was maintained along the western frontier of the prov- 
ince of Vilna, in order to hold apart the forces of Lithuania and Poland. Mean- 
ghile the Poles adminis*ered Vilna and its territory which they had seized and 
held in defiance of the recommendations of the League Council. Each State had, 
for reasons of its own, been unwilling to accept tho advice of the Council. 
Poland beirg in vossession, held elections in Vilne, attended by Poles and boy- 


cotted by Lithuanians and Russians. The Warsaw Diet finally declared the ean- 
nexation of Vilna and its territory to Poland. 


A military Commission of Control, representing the League of Nations, 
was charged with the duty of preventing hostilities and of maintaining order 
in the neutral zone. In January, 1922, when the plan of settlement proposed 
by the Leegue Council had failed to win acceptance, the Council withdrew its 
Commission of Control, which was dissolved on February 17, 1922. Immediately 
there were complaints of disorder in the neutral zone, where about 33,000 in- 


habitants were left without a central administration and exposed to ravages of 
both Lithuanian and Polish partisans. 


The Council at its meeting in May, 1922 renewed its Jenvary recomrenda- 
tion that the neutral zone be divided batween Lithuania and Poland by a oro- 
visional line of demarcation. The Lithvanian government objected, on the 
ground that the neutral zone was ail Lithuanian territory and said that it 
would not recognize any other boundary line than that laid down in the Polish- 


Lithvanian Convention of Suwalki of October 7, 1920, made only two days before 
Zeligovski’s soldiers seized Vilne. 


The Council eppointed M. Saura, Spanish Consul at Brussels, a Commis- 
Sioner to study the situation on the spot with a view to drawing a provisional 
boundary Jine. His roport was presented to the Councii at its meeting in Feb- 
ruary, 1923, He proposed to award the northern part of the neutral zone to 
Lithuania, tho greater portion of the southern part to Poland, and to divide 
the central portion almost equally between them. 


On February 8 the Council approved this report, which incidentally cone 
firmed to Poland the whole line of the Warsaw-Grodno-Vilna-Riga railway as far 
as the Latvian border. Poland accepted the decision of the Council; Lithuania 
refused it, with a threat of resort to force; whereupon M. Viviani, President 


of the Council, retorted with a threat to apply Article XVI of the Covenant a- 
sainst Lithuania. 


At the same time the Lithuanians renewed many previous complaints of 
abuse of non-Polish inhabitants of Vilna by their Polish rulers. Poland denied 
the truth of she accusations, Lithuania requested the Council to appoint a Com- 
Mission of Inquiry and to station in Vilna a permanent Commissioner to protect 


bon-Polish people. ‘Tne Council voted that such matters must be dealt with in 
Sccordance with the Minorities Treaty of June 28, 1919. 


This action was agree- 


ow 
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able to the Polish wish, since under that treaty complaints of minorities must 
first be made to the government directly concerned. 


On February 10th the Lithuanian Government telegraphed to the Secretary- 
General @ request that the action of the Council and the right of Poland to proe 
ceed under it against the opposition of Lithuania be referred to the Permanent 


Court. A week later both Lithuanians and Poles were accusing each other of 
causing blocdshed in the neutral zone. 


Under Article 87 of the Treaty of Versailles it is the duty of the Coune 
cil of Ambassadors to complete the determination of Polish boundaries. That 
Council, after waiting four years and standing by while the League Council 
stopped a war and tried to find a settlement, now moved. At Paris, on March 14, 
the Ambassadors recognized the line provisionally established by the Council as 
the true boundary between Lithuania and Poland, thus for tne first time giving 
legality to Poland’s annexation of eastern Lithuania. The Ambassadors also drew 
an eastern frontier for Poland, identical with the boundary established by the 


Russo-Polish treaty of Riga in 1921, and awarded the sovereignty of eastern 
Galicia to Poland. 


The Lithuanian Government promptly protested to the British Foreign Of- 
fice against the Vilna decision, on the ground that it sanctioned Zeligovski’s 
reid, "stultified"” the Versailles Treaty, ignored the Russo-Lithuanian Treaty, 
violated the Loague of Nations Covenant, and might provoke future calamity. At 
the same tice (March 13), Chicherin from Moscow notified the Powers that these 
waiters could not be regarded as finally settled as long as Russia is ignored. 


All these settlements appear to be in exact accord with the wishes of 
Poland aud her backer, France. The only point wherein their purposes failed 
was in the Momelland, which was given up to Lithuania, When the Lithuanian peoe 
ple of Memel seized the government of their homeland on January 10, 1923, the 
Ambassadors threatened to send troops and ships to Memel and demanded the immo- 
diate withdrawal of the new government. Although as early as June 16, 1919 the 
Supreme Council had recorded its opinion that Memel should belong to Lithuania, 
the Ambassadors tad left Meme! for three and a half yeurs under its former Pruse 
sian rulers, supported by a French garrison, in the apparent hope that eventuale 


ly France and Poland together could control the final disposition of Memelland 
to the advantage of both those Powers. 


Since the Provisional Govecament of Memsl would not yield to the conten- 
tions of the Awbassadors, and as the Powers evidently were no wore willing to 
use force at Mewel than they had been at Vilna, the Council of Aubassadors fi- 
nally decided on February 16 that Memelland should bo Lithuanian, but that spece 
ial agreements muss be made between Lithuania and Poland recoguizing rights of 
international cowmerce on tho Niemen Rivor, and giving to Poland guarauatees 
concerning its right to use Mamel harbor. On March 13 the Lithuanian Govern- 
ment accepted this dsacision and in April began negotiations with Polish repre- 


Sentatives at Paris for a final agreement, Chicherin’s protest however, holds 
against this agreoment. 


The present outcome is that Poland has forcibly seized and held eastern 
Lithuania with Vilna, the ancient capital of that country, and that this seizure 
has now won international consent except from Lithuania end Russia. The United 

Btates reccenized the new Polish bourdaries on April 7. The Council of the 


Learue of Nations censured the seizure, and worked for mere then a year to pre- 


Berve the Lithuarian sovereignty over Vilna. 1+ failed and nas now accepted the 
Polish victory. 


| 
— 
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But it may be said for the League in this affair that it interfered 
ghen Poles and Lithuanians were actually fighting, prevented further hostili- 


¢ies, kept the contending troops apart by a neutral zone, and forced the con- 
troversy into the form of negotiation. On the other hand, the Memel settie- 
ment, though belated, seems to be in accord with justice, and to a slight ex- 
tent compensates the Lithuanians for what they have suffered in losing Vilna. 


THE DARIAC REPORT ON THE RHINELAND 


In 1922 M. Dariac, President of the Finance Commission of the Chamber 
of Deputies, was commissioned by the French Government to study the political 
and economic situation in the Rhineland, the Ruhr and the Sear from the view- 
point of French interests, His report, though not published in France, was 
printed (in translation) in +wo sections in the MANCHESTER GIARUIAN (November 
2, 1922 and March 5, 1923) and has now been issued in pamphiet form. The fol- 
lowing is a summary of the argument, supported by quotations. 


French troops occupied the Dusseldorf bridgehead in 1921 after Germany 
had failed to meet the Allied demands. Since the Ruhr is the most impor- 
tant industrial section in Germany, France can bring pressure on the few 
industrialists in control by holding the part occupied, The German Gov- 
ernment is not able to pay reparations, but these magnates can. An indus- 
trial agreement giving France some control over the German mines would be 

@ great advantage to the metal industries of both countries. To quote: 

"We cannot demand that Germany shall pay enormous sums for 35 years, and 

on the other hand we are afraid of seeing her industries develo» in the 
proportion which would permit her to assure the payment of the debts which 
 ] she has acknowledged. But so long as we are on the right bank of the Rhine 
and are masters of 45 million tons a year of ore we shail be in a position 
to play a decisive part in the German metal industry, demanding a control 
of production in return. ... The dey when it (Committee of Guarantees) 
has the power to control Germany’s industrial production we shall be ina 
position to profit by her economic prosperity. 


“AS soon, moreover, as we have control of a share in the German capital 
we shall have an interest in seeing it as fruitful as possible... 


The Rhinelanders are naturally pro-French and against Prussia. The 
following policy is suggested as a method of leading them toward autonomy: 

"The first act of this policy is the financial organization of the 
Rhineland; a Customs barrier placed on the east facing Germany and razed 
on the west facing France, to avoid the economic strangulation which would 
result from a double fiscal wall diminishing the exchange of goods and com- 
promising the industrial life of the Rhineland; a budget separate from that 
of the Reich; the substitution of a healthy currency for the damaged mark. 

"The second act is the replacement of Prussian by Rhenish functionaries. 

"The third is the extension of the powers of the High Commission and 
the convocation of an elected assembly. 

"These are doubtless ambitious projects, but if executed wisely and 
discerningly in proportion as Germany evades her engagements they would be 
amply justified. It is a long drawn-out policy, in which a well-considered 
diplomacy must apply one after another the successive links of a well- 
thought-out course of action which, little by little, will detach from 
Germany a free Rhineland under the military guard of France and Belgium." 


In February, 1920, the Governing Commission of the Saar asked that 
French troops be maintained there as a garrison to safeguard persons and 
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property. The Versailles Treaty gave France absolute ownership of the 
Saar coal mines, and these have now been brought back to the pre-war pro- 
duction level, Other important industries are iron and steel, iron work- 
ing, glass works, etc. The industrial population of the Saar Basin is 
about 500,000. The Governing Commission has full governmental power. In 
1935 a plebiscite will be taken on the following alternatives: the contin- 
vance of the present regime; union with France; union with Germany. 


The officials and teachers are generally hostile to France, while 
the clergy are uncertain, The Pan-German officials should be replaced, 
French culture introduced into the schools, and other measures taken which 
will draw the people toward France and away from Germany. 


Until now there has been practically no self-government in the 
Saar. On March 24, 1922, the Governing Commission passed an ordinance 
creating a Consultative Council, This may have serious results for France, 
"Tt looks like creating difficulties for no reason. The elections are to 
take place on a single list for the whole country. It is not a piecemeal 
consultation by districts, in which it would be possible to avoid a great 
current of opinion, to split it up in some way. The whole of the people 
of the Saar is going to vote for competing lists, One of them may have 
an absolute majority. It is precisely a plebiscite to which we are com- 
mitted. If it turns out well, what a success! But if the German candi- 
dates carry the day, what a setback! .... 

"The future of our Saar policy is at stake. I+t would be puerile 
to deny it, and it would be lamentable to fail to take every possible step 
to conjure the peril. .... 

"It is for the Government to take, in these circumstances, such 
initiative as shall attenuate the consequences of such a decision." 


THE IMMIGRANT PRESS AND THE LEAGUE 


The FOREIGN LANGUAGE INFORMATION SERVICE has recently issued a digest 
of editorial comments on the League of Nations from the immigrant press. To 
some extent these opinions reflect a racial attitude, though not entirely. The 
Jewish press, in general, believes that America should join the League, though 
One paper opposes it. Some Jugo-Slav editors urge that America join the League, 
Others feel that while the idea is sound not much can be accomplished as it is 
now constituted, The one Czech paper quoted considers that full discussion of 
the League and the World Court will make America feel a greater responsibility 
for European affairs. Of the two Italian papers quoted one heartily disapproves 
of the League while the other believes that American interest in European prob- 
lems would be a great aid toward bringing about peace. The German editors op- 
pose the League, while the Hungarians urge American isolation. One Lithuanian 
paper regards the League as a French tool. 


